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Labor and the Defense Program 


In order that our annual summing up of the labor situation may be in our readers’ hands well in ad- 
vance of Labor Sunday, September 2, we publish it in this issue. In accord with our custom of omit- 
ting publication during July and August, the next issue will be that of September 1. 


The Great Debate of 1951, so far as labor is concerned, 
has to do with wage and price stabilization. Dissatis- 
faction with policy decisions led the representatives of 
organized labor to resign from the Wage Stabilization 
Board on February 16, and 12 days later to withdraw from 
positions in all other mobilization agencies. Not until 
April were the problems that led to the walkout so adjusted 
that labor resumed cooperation. 

Various and sometimes contradictory explanations for 
these happenings are current, analysis of which need not 
be attempted here. It may be more useful to examine some 
background facts and to follow through with a summary 
of developments. 

The Office of Defense Mobilization was created by the 
President on December 16, 1950 with Charles E. Wilson, 
formerly president of the General Electric Company, as 
director. Let us remind ourselves of the administrative 
setup. The Economic Stabilization Agency is a division of 
the foregoing with Eric Johnston, head of the. Motign 
Picture Association of America and a‘former president 
of the U. S. Chamber of Commerce, in charge. Under his 


direction is the Office of Price Stabilization, and the W ag 


Stabilization Board. Michael V. DiSalle, former maYor 
Toledo, heads up the price agency. The chairman of the 


Wage Stabilization Board was at first Cyrus S. 


on leave from his position as director of the Hubaaites 

ation and Conciliation Service; the present Chairman is 
George W. Taylor, a professor in the Wharton School of 
the University of Pennsylvania. 

It was a 6 to 3 decision of the Wage Stabilization Board 
(the threc labor members dissenting) which started the 
labor revolt. In this action the majority favored a freezing 
of wages at the level of January 15, 1950 and, to allow for 
subsequent increases in the cost of living, to permit an in- 
crease of ten per cent over the wage rates then prevailing. 
This so-called “ceiling” was later approved by Economic 
Stabilization Director Johnston. 


Wages and Living Costs 


Since the establishment of this ten per cent ceiling was 
the occasion for the resignation of the labor members of 
the Wage Stabilization Board—thus rendering it incapable 
of action—we may reasonably take a look at trends in cost 
of living and wages over the last few years. From 1945— 


the last year of World War II1—to 1950, the general cost 
of living in the United States, as registered by the Con- 
sumers Price Index of the U. S. Bureau of Labor Statis- 
tics, rose 33.67 per cent (from an index of 128.6 to 171.9). 
During the same period average gross weekly earnings of 
production workers in manufacturing rose in an almost 
identical proportion: 33.65 per cent (from $44.39 to 
$59.33).1_ Thus, workers in manufacturing industries, 
on the average, found about the same purchasing power in 
their pay envelopes in 1950 as in 1945. These figures are, 
in each case, averages for the years in question. The price 
index remained fairly stable during 1948 and 1949. During 
the first six months of 1950 the index remained at the 
level of the previous two years or a few points below. In 
June, however, just prior to developments in Korea, 
prices began to rise and have continued the upward trend 
ever since. The January, 1951, price index was about eight 


ie) 3 cent above that of 12 months before, most of which— 


‘per cent—constituted the rise from June. Weekly 
earnings in manufacturing more than kept pace, rising 13 
per cent, January to January; and eight per cent from 
June, 1950, to January, 1951. 


Causes of the Laber Revolt 


In view of the facts set forth above a superficial glance 
ght lead to the idea that labor had nothing to worry 
about. Since 1945 wages have kept up with movements of 
prices and during 1950, at least, they seem to have been 
running ahead. Two things, however, were present in the 
picture last February to cause uneasiness: the ten per 
cent ceiling over wages, and the absence of a correspond- 
ingly tight ceiling over prices. Given these facts, the period 
of close conformity between wages and costs might be 
coming to an end. The price index which was up eight 
per cent in January over the same month a year before, 
did in fact rise. It was up 9.75 per cent in April, and 
10.5 per cent in May. 

The United Labor Policy Committee, consisting of the 
highest officials in the AFL, the CIO and the railway 

1 Average gross hourly earnings, calculated without reference 
to overtime or premium rates for holidays rose 43 per cent between 
1945 and 1950. The fact that the percentage increase in weekly 
earnings over the same period was less, is apparently to be ac- 


counted for by the inclusion of overtime, which was greater in 
1945 than in 1950. 
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unions, said on February 28 that until prices were under 
control the margin for wage increases should be wider. 
In fact, the Committee charged, “The price stabilization 
program is a cynical hoax on the American people. A so- 
called freeze on prices was announced at a moment when 
prices were higher than ever before in history. .. . Eco- 
nomic Stabilizer Eric Johnston and Price Stabilizer 
Michael DiSalle have both announced that nothing they can 
or will do under the Defense Production Act will stop the 
cost of living from rising another six per cent by next 
summer.” In a nutshell: ‘Wages are frozen. Nothing 
else in the economy has been frozen.” 

Commenting on the labor attitude with respect to wage 
and price regulation, Walter Lippmann put the matter 
succinctly in the New York Herald Tribune of March 6. 
“What has made the labor leaders so furiously angry,” he 
wrote, “is the realization that prices are not being frozen 
but that they (the labor leaders) are going to be held per- 
sonally responsible for freezing the wages of union work- 
ers... They see themselves assigned the job of stabilizing 
union labor—and being pilloried before the public if they 
do not prevent strikes and wage increases—while nobody 
is in fact stabilizing the cost of living in the 200,000 stores 
where wage earners and others go shopping.” 


Other Complaints by Labor 


On February 28 the walkout of the labor men was made 
complete by the resignation of labor representatives from 
all positions held by them in defense mobilization agen- 
cies. The statement issued by the United Labor Policy 
Committee on that occasion indicated that, in addition to 
the wage and price grievance, organized labor had other 
major complaints: 

1. Defense mobilization personnel. The Labor Policy 
Committee charged that policy-making was exclusively in 
the hands of representatives of “big business.” Labor 
men were in subordinate positions for purposes of “win- 
dow dressing” only. So labor was asking Mr. Wilson 
“for an opportunity .. . to participate at the top policy level 
of the O.D.M.” 

2. Manpower. The Labor Policy Committee contended 
that Mr. Wilson had taken over control of manpower 
“without discussing the matter with his labor advisory 
committee.” The Committee said, “so long as the control 
of manpower rests in the Office of Defense Mobilization, 
no American wage or salary earner may feel safe that the 
big business clique in control of that agency may not 
suddenly seek to achieve a compulsory draft of the na- 
tion’s workers.” 

3. Mr. Wilson’s personal attitude. The Labor Policy 
Committee stated that on the basis of conference and cor- 
respondence it had concluded that Mr. Wilson did “not 
want suggestions or advice from outside the ranks of big 
business”; that he did not want “labor participation in the 
mobilization program.” As will appear below, Mr. Wilson 
made an effort to meet these criticisms. 


A fourth subject of controversy was involved in the 
question of how to deal with disputes arising during the 
emergency period. Organized labor wanted a reconstituted 
wage stabilization board with jurisdiction to handle any 
dispute affecting the defense effort. Industry represen- 
tatives advanced the view that such a board should inter- 
pret wage stabilization policy and deal with disputes aris- 
ing in that field alone. They were opposed to the notion 
of having such a board deal with “non-monetary” or “non- 
economic” disputes—such as those involving union se- 
curity, seniority, shop rules, ete—holding that agencies 


already provided by law were adequate for that purpose 
and that the Taft-Hartley Act should not be by-passed. 


Steps in the Direction of Adjustment 


Although President Truman appeared unperturbed over 
the labor revolt, and went off to Key West for a holiday 
in the midst of it, he took an active part in its settlement. 
After conferring with Chairman Wilson and Stabilization 
Director Johnston in Florida, he came back to Washington 
to talk with the labor men. Early in April he partially 
met labor’s demand for a voice in policy-making by 
creating a seventeen-man “Advisory Board on Mobiliza- 
tion Policy,” with four representatives each from labor, 
industry, agriculture and the public, and with Mr. Wilson 
as chairman. The significance of this move was indicated 
by the New York Times of April 8, when it said, “The 
new national board will advise the President — not Mr. 
Wilson—and will meet with him once a month... . Al- 
though Mr. Wilson’s executive authority is untouched, 
labor and the other economic groups will now have an 
official channel] for going over his head to Mr. Truman 
should the occasion arise.”’ 

The Advisory Board made its first recommendation to 
the President on April 17. By a vote of 12 to 4—industry 
members dissenting—the Board favored the creation of a 
new Wage Stabilization Board, tri-partite in composition, 
with 18 members, to have authority to make recommenda- 
tions, and where both parties agree to it, to make binding 
decisions, in disputes affecting the national defense. On 
April 21 the President, by executive order, put this rec- 
ommendation into effect. 

The order stated that the activities of the reconstituted 
board in relation to disputes “to the maximum extent con- 
sistent with the maintenance of effective economic stabili- 
zation” should be “administered in such a way as to pre- 
serve collective bargaining between labor and manage- 
ment.” It provided further that the Board may “assume 
jurisdiction” only where collective bargaining and the 
facilities of conciliation and mediation have all failed 
to resolve a dispute that “threatens an interruption of work 
affecting the national defense.” 

Under these circumstances the Board may enter the case 
if the parties involved jointly request it, or if the President 
refers it to them. In the former case the Board is author- 
ized to make recommendations to the parties, in the latter, 
to the President. Only where the parties “jointly agree 
to be bound by the decision of the Board” is its award 
to be final and binding. 


Labor Comes Back 

The creation of the Advisory Board on Mobilization 
Policy, followed by the reconstituted Wage Stabilization 
Board with jurisdiction in dispute cases, on both of which 
labor representatives agreed to serve, paved the way for 
the full return of labor to defense mobilization agencies. 
In a statement issued on April 30 the United Labor Policy 
Committee announced a unanimous vote to that effect. The 
Committee stated that “a significant change of attitudes 
has taken place in Washington” in the period “since labor 
representatives withdrew from defense posts.” Asa result 
of this change, the Committee anticipates “that substan- 
tive progress can now be made.” The defense mobilization 
program itself, the 15 million union members represented 
by the Committee, and the people as a whole,” will benefit 
from the policy changes which have resulted from the 
protest by labor against big-business domination of de- 
fense agencies.” It must not be assumed, however, that 
the Committee “is now satisfied with all defense policies 
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or programs. . . . The cards are still stacked against the 
consuming public.” There must be “more vigorous price 
regulations,” 

Following the April 30 decision of the labor spokesmen 
to cooperate on defense policies, another of the obstacles 
to full cooperation was removed. Mr. Wilson appointed 
as one of his assistants George M. Harrison, president of 
the Railway Clerks union and a vice president of the 
American Federation of Labor. Other labor men, from 
both AFL and CIO, have been appointed to important 
posts and on June 11 the Economic Stabilization Agency 
announced that as soon as the railroad unions nominate 
a representative, his appointment “will complete top-level 
participation by labor representatives in the emergency 
production and stabilization programs.” 


Problems Before the Reconstituted Board 


The reconstituted Wage Stabilization Board, created 
on April 21, began immediately to encounter difficulties. 
A hacklog of appeals numbering several thousand awaited 
action. Most of them sought permission, on one ground or 
another, to exceed the ten per cent limit. On June 7 
George W. Taylor, chairman of the Board, said that 3,000 
cases were still awaiting action and that new ones were 
coming in at the rate of 100 a day. 

A basis for modification was laid in Regulation No. 6— 
the order establishing the ten per cent ceiling. Provision 
was made for dealing with “base-pay-period abnormali- 
ties” and with “rare and unusual cases.” In addition a 
generalized loophole appeared in the following proviso : 
“The Wage Stabilization Board recognizes that there 
may be further changes in the cost of living. The present 
policy is adopted for the period until July 1, 1951. The 
policy set forth herein will be fully reviewed and _re- 
examined before the end of this period.” 

The “Escalator” 

On March 1, with the old Wage Stabilization Board not 
functioning, and with the new one not yet in existence, 
Economic Stabilizer Johnston issued an order dealing with 
one of the thorny problems that had arisen. “Escalator 
clauses” providing for wage increases at periodic inter- 
vals, to follow rises in the price index, had been written 
into a large number of contracts agreed to in 1950. Such 
agreements covering large numbers of automobile workers 
and a million non-operating railway employes called for 
adjustments in March and April, which if allowed, would 
penetrate the ten per cent ceiling. The Johnston order of 
March 1 (General Regulation No. 8) permits continuance 
of escalator agreements which were in effect on January 
25, 1951, even if the result is a wage increase of greater 
than ten per cent. 

The first major decision of the reconstituted Wage 
Stabilization Board, involving wage increases beyond the 
ceiling, came on May 18 when the Board, by a vote of 8 to 
4 (industry members dissenting) approved a contract in 
the meat packing industry. This contract, entered into 
in August, 1950, provided for a wage increase and for 
a reopening of the matter of wage rates in 1951. The 
reopening resulted in an increase, based on the rise in the 
cost of living, to take effect in February which, together 
with the August increase, amounted to 14 per cent over the 
wage rate of January, 1950. The majority of the Board 
took the position that a reopening clause, in anticipation 
of a rise in the cost of living was an escalator clause in 
another form and therefore entitled to approval in ac- 
cordance with the Johnston order of March 1. 

On June 6 the Board, voting unanimously, approved 
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a further increase of four cents an hour for employes of 
General Motors, under the now famous contract provid- 
ing for an annual wage boost as compensation for in- 
creased productivity, and involving no threat of a price 
rise. The order was made applicable to all similar contracts 
in effect on January 25, 1951. The next day the Board, 
again unanimously, approved a contract raising wages in 
Atlantic Coast shipyards by 15 per cent. 

These decisions, together with interpretations by the 
Board and statements by some of its members, have led to 
the belief, in some quarters, that the ten per cent formula 
may soon be revised. In the decision in the packers’ case 
the Board said, “We are fully aware that this decision 
looks in the direction of a general policy.” 


The New Setup 


As stated earlier one of labor’s grievances was the as- 
sumption of responsibility by the Wilson office for man- 
power decisions, an authority which the labor men believed 
should be in the Department of Labor. On February 8, 
Director Wilson appointed Arthur S. Flemming, president 
of Ohio Wesleyan University, as an assistant in charge 
of manpower problems. Somewhat later Secretary of 
Labor Maurice J. Tobin appointed Frank P. Graham— 
former senator, and before that president of the University 
of North Carolina—as the Labor Department’s Defense 
Manpower Administrator. In a press release of May 7, 
the Department of Labor announced that Mr. Wilson and 
Secretary Tobin had issued orders “tying together labor, 
management and government on manpower policy and 
problems through national, regional and local industrial 
area committees.” A Labor-Management policy committee 
has been set up within the Office of Defense Mobilization 
to be ‘“co-chaired” by those two eminent educators, Dr. 
Flemming and Dr. Graham. Mr. Wilson’s order estab- 
lishing the Labor-Management Manpower Committee 
states that the Committee “will have referred to it all 
questions of policy relative to the mobilization, training 
and maximum utilization of manpower in the defense 
program, and shall make recommendations as to the 
action which in its judgment should be taken bv the 
Office of Defense Mobilization.” 


Labor Reconciled, Management Apprehensive 


With this action, it would appear that the specific issues 
raised by the labor revolt of February—other than the 
matter of price stabilization—have, in the main, been 
settled, and to labor’s satisfaction. In addition, Director 
Charles E. Wilson has, apparently, found a basis for 
getting along with the labor leaders. Industry is doubtless 
in agreement with some of the new developments, but on 
one matter it is unreconciled. In a statement issued on 
May 2 the National Association of Manufacturers charged 
the President with disregarding “specific provisions of the 
law as well as the clear intent of Congress” when he as- 
signed to the new Wage Stabilization Board responsibility 
for dealing with labor-management disputes. 

The new setup, the NAM statement declares, “is bound 
to seriously interfere with the defense mobilization pro- 
gram, will encourage industrial disputes and work stop- 
pages, and rewards the labor leaders who had conducted 
a two-month sit-down against the government.” The 
NAM believes also that the Board will have powers of 
compulsory arbitration, which will “undermine the normal 
processes of collective bargaining.” It is “obvious,” says 
the NAM, that the creation of a governmental disputes 
board “is regarded by organized labor as a practical 
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equivalent of success in its drive to repeal the Labor- 
Management Relations [Taft-Hartley] Act.” Neverthe- 
less, industry representatives are actively serving on the 
Wage Stabilization Board. 


Labor Disputes 


U. S. Bureau of Labor Statistics’ records of labor- 
management disputes indicate a considerably greater 
number of strikes in 1950 than in 1949, but fewer strikers 
and less time lost. The first four months of 1951 wit- 


nessed an increase in work stoppages over the same 
months of 1950, 


Despite long drawn out strikes in coal mining and auto- 
mobiles last year (which accounted for nearly half of all 
time lost from strikes) the most noteworthy dispute in- 
volved the railroads of the country and their employes. 
The strikes were few and scattered, but they were alarm- 
ing in view of the national crisis and the relation of the 
industry to it. Moreover, when switchmen walked out in 
several of the most important rail centers of the country 
the result was almost as paralyzing on some railroads as 
a general strike would have been. 

Great unrest prevailed among railway employes because 
their wages had lagged far behind the rise in cost of 
living, and, particularly among yard employes, because of 
working hours of 48 and 56 per week as against the 40 
hours generally prevailing in other industries. The non- 
operating employes won shorter hours in 1950 and a wage 
increase this year without a strike. Strikes and strike 
threats of other groups led to governinent seizure of the 
railroads of the country in August, 1950. The Brother- 
hood of Railroad Trainmen reached an agreement with 
the railroads in May, 1951, after 26 months of negotiation. 
Both they and the Switchmen’s Union won a 40-hour 
week in principle—the shorter hours to go into effect when 
an easing in the manpower situation makes it possible. 
The National (Railroad) Mediation Board in its report 
for the fiscal year ending June 30, 1950 deplored the 
deterioration of relations between railway management 
and the univas, and offered sharp criticism of both. 


The National Labor Relations Board 


The Board again this year has ruled that in a company- 
owned town it is an unfair labor practice for the employer 
not to permit a union meeting on its property. Since there 
is no ether property on which a meeting could take place, 
the effect of refusal is to interfere with union organiza- 
tion, contrary to law. A few years ago the Board decided 
that an employing company in such a town must make 
its own meeting hall available for union meetings, a ruling 
later upheld by the Supreme Court. 

The President settled a long drawn out administrative 
controversy last September by accepting the resignation of 
General Counsel Robert N. Denham, and appointing 
George J. Bott in his place. Mr. Denham and the Board 
were constantly at loggerheads as to the meaning of cer- 
tain aspects of the Tait-Hartley Act as well as over proper 
methods of administration. Mr. Bott seems, in general, 
to come nearer to seeing things eye to eye with the Board. 
On one matter, however, they do not seem to be in agree- 
ment. Mr. Bott has recently refused to process the case 
of a worker who claimed he had been illegally discharged. 
His signature of the so-called Stockholm petition led 
to his expulsion from the union which had a union shop 
contract with the employer. The employer then, “at the 
request of the union,” Mr. Bott stated in his written 
opinion, discharged the worker. The latter appealed for 


redress under the Taft-Hartley Act, which makes it an 
unfair labor practice to discharge a worker under a 
union shop agreement who has lost standing with the 
union for any reason other than non-payment of dues, 
Mr. Bott based his refusal to issue a complaint on the 
ground that the discharge was due to the worker’s “sus- 
pected communistic activity.” 

Shortly afterward the Board had to deal with the ques- 
tion of the validity of a representation election in which 
an allegedly communistic union was defeated by another 
union to which the employing corporation had given as- 
sistance by coercing its employes to vote for it—a form of 
activity forbidden by the Taft-Hartley Act. The Board 
invalidated the election. In doing so it stated that the 
employer apparently believed it had a right to set aside 
the law in order to get rid of a communistic union. It 
pointed out further that Congress had given the Board 
no authority “to engraft an exception upon the statute 
whenever a respondent’s violations may be motivated in 
part by patriotic objectives.” 


Some Court Decisions in Labor Cases 


Several U. S. Supreme Court decisions this year have 
centered about certain aspects of the Taft-Hartley Act. 
Perhaps the most striking was one declaring invalid a 
Wisconsin law forbidding strikes of public utility employes 
and providing for compulsory arbitration. This decision 
did not stem from a finding that compulsory arbitration is 
in itself repugnant to the Constitution—the Court did 
not consider that point—but from a consideration of the 
fact that a federal law (Taft-Hartley) has dealt with the 
same subject. When in a valid law Congress has occupied 
a particular field, a state legislature may not enact addi- 
tional or different legislation, unless specifically permitted 
to do so in the federal law. Organized labor believes that 
this ruling will invalidate similar laws in other states. 

Another decision of the Court upholds lower courts 
that have been especially keen in scrutinizing N.L.R.B. 
decisions. The Wagner law provided that the findings of 
the Board as to the facts of a case were to be “conclusive” 
if based upon “evidence.” The Supreme Court in an earlier 
case interpreted this as meaning “substantial” evidence. 
The Administrative Procedures Act and the Taft-Hartley 
law both call for basing decisions on evidence as re- 
vealed in the record “as a whole.” The recent decision of 
the Court seems to constitute a clear warning to the lower 
courts that administrative rulings, and particularly those of 
the N.L.R.B. are to be examined with greater care. 

One of the bones of contention between former General 
Counsel Denham and the National Labor Relations Board 
has been settled by the Supreme Court. Mr. Denham had 
held that the requirement in the Taft-Hartley Act that 
officers of labor organizations must file non-communist 
affidavits applied to the AFL and the CIO as such, as well 
as to constituent national and international organiza- 
tions. The Board contended that the organizations in 
question are not themselves labor organizations in the 
sense intended in the law, but are federations of such or- 
ganizations. The majority of the Court held with Mr. 
Denham. Justice Frankfurter, in a somewhat acid dissent, 
said that the Court could not decide on the meaning of 
technical terms merely by consulting a standard dictionary 
and that it had better take the advice of a body of com- 
petent experts such as the N.L.R.B.—a position in which 
Justice Douglas concurred. 
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